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Chief, Plamning and Fiaeld Aulit Branch 17 March 1952

Office of General Cownael
F}I .G;A. Tax

1. Refereuce is made to your memorandun of 29 February 1752,
wherein you state that it had been suzgested that the Burean of Ine
ternal Revenue nay rojard each cost conbract of a “Qnt:“wﬁcw 2z 8
seperate employery in which case the refund provisicas of Tl J.ﬁ.
would reguiyre that the inddvidual directly p“h tion the Turesu of
Internal Revenuo, Az you have indicated in your memorandun, this
would prosest a problon to you in cost reimbursement inasmuch as
the possibilit, would exiat of the uxcess bax being passs! on to
the United States Govermment.

2+ T have discussed this =atter with the Bureaw of Internal
Bevenue and have been infermed that FJI.C.A. 18 not concorned with
types or nuders of contracts hut serely with the basic emplorer-
employee relationship. If the relationship exists the obligation
of the emlogzer with resvect o withholding termainabes a3t the cute
off point, namely 83600. Hence, where a Government audiior finds
that an employes has beoen on the payroll and his services hays been
wbilized over various contracte, a check is made to determine if the
appropriate FuT.C0.2. tax has been withheld., I an further informed
that in theose instances whore excess FuloCede taxes Love beon withe
held, the employee may aorly the excess as a credit against his ine
come tax withholdl

3. Gince the amnvwer o the basic guestien is consistent with

your epinion contained in the uhiz*d parsgraph, it renders unnocossary
any responge Lo the guestion precenied in your fouritl paragraph.
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